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A Webcast Series 

Technical Requirements 

• Access webcast using Microsoft Internet Explorer 

• Disable any pop-up blockers to participate in polling 

• Audio streaming available via the web 

• Audio Bridge Option: 866-200-5830 or 212-659-4210 

• Audio Bridge PIN: 734764# 

• Dial *0 once connected to speak with an operator 
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Measure what you should, not what you can. 
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THE POWER TO KNOW® 




Visionary perspectives for management insights 
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Who We Are 



Specialized Advisory Firm - No Conflicts of Interest 
Exclusive focus on marketing measurement 
Publishers of the MarketingNPV Journal 
Advisors to Global 1000 clients including: 



MasterCan 




&. 



GcffiQ WEE 

EH5J3 MetLife!K0Qwest-2 
^ Symantec Timberland Smojissk ;^Tt e l u s 




Our work has been published and recommended by 

' ^^^^^^^^^™ MARKETING SCIENCE INS WL 

Harvard Business Review 
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^Marketing Leadership^ 
Council 



Institute for 

Markets 



BNVK 



Journal of Marketing 
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Marketing by the 
Dashboard Light 




MARKETING 
METRICS: 

50+ Metrics | 
Every Executive 
Should Master 
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What We Do 



We deliver skills, tools, and 
processes to continuously 
improve marketing 
effectiveness and efficiency; 
establishing clear links 
between marketing 
investments and financial 
value creation. 



Setting & 

Allocating 

Budgets 

How much should we 
spend? 

Where do we spend 

our available $'s by 

Product/Geo/Segment 



Which non-cash 

currencies are crucial? 

- Brand Equity 

- Customer Value 



Shorter term, how do we get the 

most impact from each Marketing 

$ spent? 



/* 




Change 
Management 



• Cross-functional alignment with 
finance, sales, and other 
business units 

• Internal alignment in marketing 

• Planning process integration 

• Knowledge acquisition priorities 

• Decision rights evolution 

• Training for users and managers 

• Internal communications 

• Recognition, rewards, and 
incentives for adoption 
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The Challenge 



Developing productive communication 
between CMO and CFO when the long- 
term payback isn't clear and the short- 
term payback isn't sufficient. 



/* 
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No Silver Metric 



ROIisntit. 

• NPV is closer 

• Requires a blend of metrics covering 
important dimensions 




Unlike finance, no standards that apply across companies or industries 



A 
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Setting the Right Frame of Reference 
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The "Real" Role of Marketing 



Near-term 
ROI 



Cash 
Flow 

+ More customers 

+ More $/customer 

+ Better margins 




Longer-term value 
appreciation 



Asset 
Growth 

Brand equity 

Corp. reputation 

Customer franchise 





Shareholder 
Value 



A 
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Growing Importance of Intangible Assets 



S&P 500 - Market to Book Ratio (end month 12/82 to 12/04) 
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Growing Importance of Intangible Assets 



S&P 500 - Market to Book Ratio (end month 12/82 to 12/04) 




o.o -P 



J? J? Jf # # J- # J? # ^ ^ J> J* J> # / J* # J? ^ # Z 5 ^ 



A 



©2005 Wolff Olins 



12 — 



©2007 MarketingNPVLLCAII Rights Reserved. 



Growing Importance of Intangible Assets 



S&P 500 - Market to Book Ratio (end month 12/82 to 12/04) 
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Marketing's Contribution to Shareholder Value 



/* 
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Marketing's Contribution to Shareholder Value 



Tangible 
Assets 



/* 





Net 

Working 

Capital 



Property 

Plant 
Equipment 



v 22% on average for 
r S&P 500 in 2005 
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Marketing's Contribution to Shareholder Value 



Tangible 
Assets 
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Net 

Working 

Capital 



Property 

Plant 
Equipment 



Intangible 
Assets 



Contracts 

Channels 

Technology 

Process 

Management 

Reputation 

Brand 

Customer 
Relationships j 



78% 
Average 
In 2005 



v 22% on average for 
r S&P 500 in 2005 
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Marketing's Contribution to Shareholder Value 



Tangible 
Assets 
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Equipment 
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v 22% on average for 
r S&P 500 in 2005 
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Mind the GAAP 



Marketing 
Activity 



/* 




Immediate Longer- 
Sales Term Sales 



I 




Awareness Attitudes Behavior 
& Image & Beliefs Changes 



) 



j 



I 
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Marketer's Conventional Wisdom 
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Mind the GAAP 



Marketing 
Activity 




Accountant's GAAP Reality i mmed iate Longer- 

Sales Term Sales 




Awareness Attitudes Behavior 
& Image & Beliefs Changes 



) 



I 



Marketer's Conventional Wisdom 



/* 



©2007 MarketingNPV. All Rights Reserved 



19 — 



©2007 MarketingNPV LLC All Rights Reserved. 



Linking Branding Investments to Value Creation 



Marketing 

Activity 



- advertising 

- promotion 

- selling tactics 
packaging/bundling 
- training 
- etc. 




A 



Brand 

Image 




- awareness 

- attributes 
characteristics 
points of parity 

- points of 
difference 



Brand 

Equity 



- attitudes 

- associations 

- attachments 

- personality 

- preference 

- permission 




Translating equity 
into profits: 

- Pricing power 
Distribution advantage 
- Expense reduction 
-etc. 



Adapted from Kevin Lane Keller's Brand Value Chain 
20 — 
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Linking Branding Investments to Value Creation 



Marketing 

Activity 



- advertising 
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packaging/bundling 
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Effectiveness 

-clarity 

-distinctiveness 

-consistency 



Brand 

Equity 



- attitudes 

- associations 

- attachments 

- personality 

- preference 

- permission 




Translating equity 
into profits: 

- Pricing power 
Distribution advantage 
- Expense reduction 
-etc. 



Adapted from Kevin Lane Keller's Brand Value Chain 
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Linking Branding Investments to Value Creation 



Marketing 

Activity 



- advertising 
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- selling tactics 
packaging/bundling 
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Effectiveness 

-clarity 

-distinctiveness 

-consistency 



Brand 

Equity 



- attitudes 

- associations 
■ attachments 

- personality 

- preference 

- permission 




Translating equity 
into profits: 

- Pricing power 
Distribution advantage 
- Expense reduction 
-etc. 



Relevance 

relative strengths 
- comparative 
advantages 



Adapted from Kevin Lane Keller's Brand Value Chain 
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Linking Branding Investments to Value Creation 
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Adapted from Kevin Lane Keller's Brand Value Chain 
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Linking Branding Investments to Value Creation 
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Adapted from Kevin Lane Keller's Brand Value Chain 
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Don't Waste Time on Brand Valuation 



Reasons to place a value on a brand: 

M&A Activity : Buying or selling brands 
requires a valuation. Assets acquired 
need to be carried on balance sheets until 
"impaired". 

Securitization : A complex tax transaction. 

Licensing and Franchising : Equity that the 
brand enjoys in the minds (and behaviors) 
of its target audiences translates into 
royalty rates. 



A 



Ways to value a brand: 

■ Cost Plus 

- Costs of designing, registering and 
promoting the brand, plus cost of capital 
over that time period. 

Replacement Cost 

- Cost to recreate from scratch, today 

Market Value 

- Comparable transactions in the market 

"Bottom-Up" 

- Modelling impact on market cap. 

• FutureBrand- price premium X 
brand strength 

• CoreBrand - brand equities X free 
cashflows branded vs. unbranded 

Royalty relief 

- Earnings split 
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Framework for Linking Brand Driver Attributes to Value Creation 



Brand and/or 
product features 



m 



r 



€> 



Define brand attribute 
driver hypotheses 



onsensus segmentation 
framework 



r 



o 



Conjoint/choice-options 
prioritization by segment 



r 



Refine 
Segmentation 




Link attributes to spend 
and margin outcomes 



A 



Create plan to leverage 
attributes 



( 







Track attribute 
performance 



Validate links to economi 
outcomes 



* 



Qualitative 



Quantitative 



Quantitative 



Analytical 



Quantitative 



Analytical 
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Building a Bridge Between Cashflow and Customer Assets 



A 




Customer Franchise Value™ 

CFV = NPV (Current Customer Base) 
CFV = #Customers x CLTV (Customer Lifetime Value) 




f Acquisition f Retention ( Spend { Referral 



Depth 
- Breadth 
Pricing 
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CFV Provides a Measure of Effectiveness and Efficiency 



Effectiveness = 

Actual ACFV (CFV t - CFV (M) ) vs. Expected ACFV 



$ Billions 



2.2 
2.1 
2.0 
1.9 
1.8 
1.7 
1.6 
1.5 



Goal 




Actual 



5.0 
4.5 
4.0 
3.5 
3.0 
2.5 
2.0 
1.5 



Efficiency = $ ACFV 
$ Spend 



..• Goal 




Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql Q2 



Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql Q2 



A 
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Taking it a Level Down: Fram ew ork for Linking Driver Attributes t o Va lue Creation 



Brand and/or 
product features 



m 



r 



€> 



Define brand attribute 
driver hypotheses 



onsensus segmentation 
framework 



r 



o 



Conjoint/choice-options 
prioritization by segment 



Experience: Satisfaction, 
loyalty, and/or referral 



Define customer 

experience attribute driver 

hypotheses 



i 



m 



r 



Refine 
Segmentation 



Conjoint/choice-options 
prioritization by segment' 



* 




Link attributes to spend 
and margin outcomes 
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Create plan to leverage 
attributes 



( 



Link attributes to spend 
and margin outcomes 



k> 



e 



Create plan to leverage 
attributes 



Track attribute 
performance 



O 



Validate links to economi 
outcomes 
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Qualitative 



Quantitative 



Quantitative 



Analytical 



Quantitative 



Analytical 
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Making smart guesses to 
data gaps in the short term 
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First Things First: Decide What Matters Most 



$0,000,000,000 

$000,000,000 

$00,000,000 

$0,000,000 

Expected Value $000,000 
(/Knowledge mQ0Q 

$0,000 
$000 
$00 
$0 



Get it NOW 


Structured guessing 

NOW; prioritize 
resources to refine 


Fill in as needed 


IGNORE 



Low High 

Relative Cost/Difficulty of Acquiring 
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Closing Knowledge Gaps 




How did NASA put a 
Man on the Moon? 



A 
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Closing Knowledge Gaps 




How did NASA put a 
Man on the Moon? 



A 



2. 
3. 



4. 
5. 



7. 
8. 



Break big problems into smaller 
component parts. 

Identify the "known unknowns". 



Create a process for extracting expert 
opinions to form hypotheses (aka 
assumptions). 



Assess the relative importance of and 
relationships between hypotheses. 

Beginning with highest priority 
"unknowns" conduct experiments to 
validate individual hypotheses. 

Assess the risk/value of further testing or 
research by reviewing with experts and 
key stakeholders. 

Repeat for all priority "unknowns". 

Reassemble the big picture 
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Progress Comes in Stages 



Sales Tracking; Test 
Markets; Research 



A 



©2007 MarketingNPVLLCAII Rights Reserved. 



34 — 



Progress Comes in Stages 




Individual program initiatives evaluated for ROI 
potential under fully-loaded costs; interim tracking; 
campaign management. 



Sales Tracking; Test 
Markets; Research 



A 
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Progress Comes in Stages 



Resource 
Optimization 



Portfolio management guides investment decisions; 
optimization used extensively; media-mix modeling; 
interaction effects defined; structured risk 
assessments. 




Sales Tracking; Test 
Markets; Research 



*t\ 
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Progress Comes in Stages 



Asset Valuation 



Financial inks between brand equity attributes and 
customer attitude/perceptions bridge short- and 
long-term payback analysis. 



Resource 
Optimization 



Program, Campaign 
ROI 



Sales Tracking; Test 
Markets; Research 



*t\ 
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Progress Comes in Stages 



Process 
Integration 



Measurement integrated into planning process; 
unified processes for structured guessing; broad 
cross-functional support and adoption. 






Asset Valuation 



Resource 
Optimization 



Program, Campaign 
ROI 



*t\ 



Sales Tracking; Test 
Markets; Research 
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Key Points 
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Marketing performance 
measurement is as much about 
organizational clarity, alignment, 
and stakeholdering as it is about 
research, analytics, or data 
collection. 

There are no "right" answers, only better 
ways to learn faster 

Establish the right frame of 
reference. 

Develop a vision of where you 
want to get to and a roadmap of 
how, then measure your progress 
along the way. 

Focus dialogue on short vs. long- 
term on a financial context, not 
just a strategic one. 

Expect to evolve in stages, building 
competency and credibility along 
the way. 




We built a model that projected your 
performance for the next five years. You're fired. 
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Bridging Short- and Long-Term 
Payback Horizons 



To receive a PDF version of this presentation, please send your request to: 



Info@MarketingNPV.com 



Please include your name, title, company name, and email. 



/* 
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www.MarketingNPV.com 

Pat.LaPointe@MarketingNPV.com 
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Question & Answer Session 
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